Collecting Market Information on

Services and Products

RERBITENEE

WHY THIS IS IMPORTANT

As Hong Kong is transformed info a service-oriented economy,

consumers are in greater need for information on a wide range
of services. The Consumer Council conducts opinion surveys,
market surveys and price surveys to collect information on services
in a continuous effort to safeguard the consumers' right to full and

accurate information.

Furthermore, the Council has, for many years, collected on
a regular and systematic basis the prices of supermarket
products and school textbooks which are goods of necessity
for consumers, in order to monitor long term trends and identify

issues of concern [if any).

WHAT WE HAVE DONE

Banking and Finance

Credit Card Upgrades Without Consent

The Council has called on credit card issuers to employ the 'opt-
in' sales practice when marketing credit card upgrades and allow
consumers ample time to make informed and well-considered
choices. The Council received a fotal of 27 complaints in 2010
and 2011

stemmed from the sales practice of opt-out notices required by

relating o upgrade of credit cards. The dissatisfaction

credit card issuers: the recipients would automatically be enrolled
for the new upgraded card unless notification had been sent fo
the company fo turn down the offer. With the unilateral upgrading
factic, the consumers were forced fo accept the offer if they failed

fo respond.

In light of these complaint cases about unsolicited credit card
upgrades, the Council surveyed 20 credit card-issuing institutions
with a view to sfudying their arrangements in relation to credit
card upgrade. Of the 15 credit card issuers responded, 14 card
issuers replied that they would obtain verbal or written consent of
the consumers before the credit card upgrade. For the remaining
card issuer, a card holder who declined the offer would have to

respond within 14 working days after the notfice was posted, or
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else the card holder will be offered an automatic upgrade. The
study found that only 4 of the 15 card issuers allowed consumers
to refain the current credit card and the new card while five card
issuers would deactivate the current cards once the new cards
were confirmed. Another five card issuers would deactivate the

current cards after the specific deadline.

In addition, 14 surveyed card issuers replied that most auto-
pay arrangements like public ufility bills and insurance premium
payment in the current card are not transferable to the new card,
consumers using the auto-pay services will have to make new

arrangements with merchanfs when switching to the new card.

When contemplating a credit card upgrade, consumers are
advised fo read the terms and conditions carefully and take note
of the arrangements of the switchover. They should also take into
consideration their own needs, as well as the higher annual fees

that may come with the upgrade.

Survey on Tax Loan

The Council conducted an annual survey on tax loans on 21
banks and financial institutions. The survey revealed that there
was a downward frend in the annualised percenfage rates (APR).
The rates quoted for ordinary customers have come down to the
range of 1.97% to 10.39% in 2012, compared with 2.31% fo
10.81% in 2011. For instance, the average APR for a $10,000
loan was down by 0.35% to 4.59%, and for a $500,000 loan,
the average APR rose by 0.45% to 3.17%. Preferential customers
or customers who used specific banking services may enjoy a
better rate from 1.29% to 3.81% for a $500,000 loan compared
fo an APR 1.97% to 5.81% for general customers. In the survey,
consumers were advised to shop around, read carefully the terms
of tax loan schemes and compare the interest rate in terms of
APRs for the best possible deal.

Daily Living

Annual Supermarket Price Survey

In the year under report, the Council continued its annual
supermarket price survey on scan data of a basket of 200 ifems
of commodities sold in three supermarket chains. Compared with
2010, the aggregate average prices of the 12 main categories
increased ranging from 1.5% to 11.7% in 2011. Among them,
canned food/prepackaged soup (11.7%), pre-packed bread/
cakes [99%) and dairy products/eggs (8.2%) topped the list.
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Of the 42 sub-categories, 39 rose in aggregate
average prices from 1.2% to 15%. largest
increase was found in the aggregate average
prices of canned fish and butter, both with an
increase of 15%. Aggregate average prices
of other product groups that recorded notable
double-digit increases included eggs (14.2%),
pre-packed cakes (13.4%), adult milk powder
(12.3%), canned meat (11.9%) and toothpaste
(10.3%). Only two categories of products
surveyed went down in prices. They were

household cleaning products (-1.9%) and wine

[-0.5%).

Textbook Surveys

This year's annual survey on fextbook prices was

the first one to include debundled textbooks, i.e. the student books
and the teaching materials were separately priced. However,
it was disappointing to find out that although the average price
increase rates for debundled textbooks (0.8%) were lower than
those of bundled textbooks (4.2%), no textbook had its price
lowered after debundling. The survey included altogether 944
commonly used textbooks for primary or secondary classes, in
which 263 (279%) were debundled textbooks, and 681 (72.1%)
were bundled textbooks. Overall average price increases of
2.1% and 3.8% for primary textbooks and secondary textbooks

respectively were recorded in this survey.

The Council also looks at parents' burden on textbooks from the
expenditure angle and conducted ifs annual textbook expenditure
survey. 50 primary schools and 39 secondary schools were
included in this year's textbook expenditure survey. The average
fextbook expenditures were $2,219 and $2,186 for primary and
secondary classes respectively, which increased by 2.2% and
2.5% respectively when compared with the textbook expenditures

of the same schools for the previous school year.

In the Textbook Revisions Survey, the Council compared the new
and old editions of six sefs (altogether nine volumes) of secondary
textbooks. Three sets were rated as 'should be reprinted with
amendments' rather than being published as a new revised
edition. It was also found that the old editions of three sets of
the surveyed textbooks had been published either two or three
years ago. However, as they were not included in the Education
Bureau's Recommended Textbook List (RTL), they were not subject
to the Bureau's rule of forbidding revision within five years of

publication.
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Package Tour Bundled with Travel Insurance

The Council conducted a survey on travel agenfs in relation to
three selected package tours (Guangdong Chimelong, Beijing
and Bangkok/Pattaya) with mandatory travel insurance. The
Council found that out of the 18 travel agents responded fo its
survey, six (33%) adopted the sale practice of bundling package
four with their designated fravel insurance. In a similar survey
conducted in 2009, only four tfravel agents (24% out of 17 travel

agents) found fo use such trade practice.

Of the six travel agents in question, three required the compulsory
purchase of the designated travel insurance in joining the tours
even though the cusfomers were already covered by their own
annual travel insurance. One required customers fo purchase
designated fravel insurance with all their tours. lts sales staff
explained that the operator was using the profit from selling
travel insurance fo compensate the low tour fee. Another one
required cusfomers fo purchase designated fravel insurance
when joining fours at Member's price. Three other fravel agenfs
required consumers to purchase designated fravel insurance when
joining some other tours, including Japan tour, designated bus
four or Express Rail Link tour [e.g. Guangdong/Guangxi bus four,
Hunan/Hubei Express Rail Link tour), tour outside of Guangdong

province, designated Taipei or Thailand tour.

Regarding the bundled sale practice, the Travel Indusiry Council
of Hong Kong said it did not have any specific guideline or
code of practice on this issue. According to the Office of the
Commissioner of Insurance, fravel insurance is not mandatory in
Hong Kong. Neither the Insurance Companies Ordinance nor the
Code of Practice for the Administration of Insurance Agents issued
by the Hong Kong Federation of Insurers restrict the way travel
agentfs sell travel insurance. The Council commented that bundled
sale practice would hinder the consumers in exercising their
freedom of choice in selecting an insurance plan that best suifs
their needs. But what is worrisome is if such a practice becomes
prevalent in the fravel industry, it will gradually deprive consumers

of their right fo choose.

Aftersales Services of Private Cars

A survey by the Council on new car warranties of 19 brands
found that the cover usually would last for two to eight years, or
60,000 to 160,000 km, whichever comes first. Most warranties
specified a warranty period for major mechanical parts such as

the engine, gearbox and steering system, from two fo five years,

or 6,000 to 60,000 km, whichever comes first.

TR ZC 2 E e 17 /B i il AR

AU = B R IRITAL IR LAV E A PI B i i (
RERE LRMNEA/ERE) NIKTEER RRE
18RIE A B HIRITAL T~ /< (33%) BHIKITE
SR RBLUR IR RS E - L - BTN ENFES
B TRIEIEAE M IR TALR VAR (24%) £
R EF%-

NERE2EEBEEERERRAVRITAAS
—HEREEE (AEERE Y2 FRENRERR)
2 L= ERITERE - WRBE IR R RER - BRI
AAHE - ER—fERITEEZRSEE  ERSNER
RITE L ABERRENKERR - HERBERT
AREERRE FUESERERBRNAE - 5—
RKITHERL "G EE  RENEE RBERETEN
IR SN ZRARITH BB BB SIEMSE
RTER ABEREERERR BEAAE BT
BENEEE (PIanER/ErSEE MR/ it SE
®) ERELIMIKRTE  EERIL N REE -

BERIREXZGRIBAGRIKITH R RITENR

ABEIRERR (RERARGKRD) MEAEBRERFEH
SHEN (REBRAEEETA) B WRERBIKITH
HERBERBIS N -AERA MHNHETERE
HEENEER MENRECRVIIGESR EF
BN EERHNEEFTEERER—BRRK
Bl BBEESZHRARE R RILREERE -

MXEERIRE

AEHAE T1MEAEE TR ERAED &
AH—REMEE \FAST HTERHTR6ER
16BAEARE MELULEBRE - KA D RAFTE
SREMPEERMAMFSIE R REB R
R —RAMEEAEAF HEATERERAE,
DIRiEERE -

CONSUMER COUNCIL ANNUAL REPORT 2012-13



All companies in the study required
car owners to take their cars fo the
garage specified by the dealer
for service checkup every 4 to 24
months, or 5,000 to 20,000 km,
whichever comes first. Consumers
failing to do so would have their
car warranties voided. Of the 19
companies surveyed, six companies
provided maintenance for cars
under warranty with a cost on a
per visit basis. The remainders (13
companies) offered maintenance
plans or packages that include one fo nine service visits with fees
ranging from $1,570 to $220,000, with an effective period of

one fo three years.

In addition, 14 dealers surveyed stated that the warranties will be
voided if they have changed or replaced the worn items at a non-
dealer's garage; five would void the warranty if the car was used
out of Hong Kong; and a majority (13) of dealers in the study
would not provide maintenance plans and packages for cars of

parallel import.

Car owners are reminded to read carefully the terms and
conditions, and understand the scope of service as well as the
exira fees and charges in repairs and maintenance before joining
a maintenance plan. They should also obtain from the previous
car owner the records of maintenance and repairs of the car at
the dealer's garage if it was a used car under warranty, or the

warranty could be invalidated.

Telecom Services - Contract End Date Differs from
the Billing Cut-off Date

A survey on 10 local telecommunications and pay TV service
providers with regard to how they fixed the cut-off date for
payment, and how the final bill payment was calculated,
revealed that some service providers would extend the service to
align with the billing cycle if the last cut-off date did not fall on the
contract end date. In that case, consumers would be required fo
pay for the service beyond the contract period, which incurred
additional and unnecessary expenses, in particular fo those who

had already subscribed to a new plan with another company.
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Of the 10 companies surveyed, six service providers would preset
a cutoff date or dates for the billing cycle, while the remaining
four would either fix the first day of the service commitment
period, one day prior fo or same day as the service commenced,
as cutoff date for the billing cycle. Only four out of the 10
service providers surveyed would list the cutoff date in the service
confract, with the remaining ones fo list such date(s) in the service
confirmation letter, billing statement, or in renewal contract for
specific mobile voice and dafa services. The study also revealed
that one residential broadband and six mobile voice and data
service providers would extend the service for subscribers until the
next cutoff date for the final payment, so that the final payment

covers the extended service beyond the contract period.

Given that some service providers may delineate different
arrangement and calculation method for the final bill payment
due to operational reasons, the Council is of the view that such
practices cannot be fully justified even if the consumers were duly
informed in advance. The Council urged service providers fo align
the cutoff date with the contract end date, so that consumers are
only required to pay for the service within the contfract period.
And if there is a discrepancy between the billing cycle and the
contract period, the last bill payment should be charged on a pro

rata basis.

Price Survey Initiatives

During the year, the Council continued to conduct ifs weekly price
surveys and closely monitored o basket of 40 fast consuming
goods and commodities at different retail outlets, including major
supermarkef chains, personal care chains, drugsfores, grocery
stores, cosmetic stores, household goods chains, snacks outlets
and specialty stores. Five fresh food items or fruits from wet
markets and major supermarket chains were included in the survey
for reference of consumers. Results of the surveys were enhanced
with various discount analysis. Furthermore, observable trends

found among outlets and pricing abnormalities were analysed.

The Council has been collecting and displaying daily prices of
products from four on-line food stores/supermarkets. The efficiency
of the Council's Supermarket Price Watch website has been
increased allowing the number of items monitored by the website

1,300 in February 2012 to about 1,500

to be raised from about
in February 2013.
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